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SACRAMENTO UPDATE

Governor SchwarzeneQQer's Letters to the President and Secretary Leavitt

Governor Arnold Schwarzenegger has been in Washington, D.C. this week to attend a
meeting of the National Governor's Association and to meet with Health and Human
Services Secretary Michael Leavitt. Attached are copies of the letters that the Governor
sent to the President and to Secretary Leavitt, and a document outlining the Federal
funding needed to implement the Governor's Health Care Reform Proposal.

The Governor's letter asks that California be "treated more fairly in the Federal budget
process" and expresses his opposition to the President's proposed $100 billion in
Medicare and Medicaid cuts, because these cuts will only shift costs to states. The
Governor also indicates that reauthorization of SCHIP is at the top of his Federal health
care agenda, and points out that the President's budget falls short of the $4.0 bilion in
new Federal funding that California will need over the next five years to cover current
eligible children in California's Healthy Families Program.

In his letter to Secretary Leavitt, the Governor reiterated his opposition to the proposed
Medicare and Medicaid budget reductions, expressed his concerns about the recent
CMS Medicaid rule which would reduce funding for public hospitals, and asked
the. Administration to reconsider the rule. On a very positive note for
Los Angeles County, the Governor requested CMS to approve the County's
proposed extension of the Medicare Provider Agreement for Martin Luther King,
Jr. Hospital through August 15, 2007. The Governor noted the "significant progress"
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made by the County in restructuring the hospital and in addressing the quality of care
issues raised by the Federal and State governments. The Governor also noted that
without an extension of the Agreement, the ability of the Charles R. Drew University of
Medicine and Science to train residents that treat one of California's most underserved
populations would be eliminated. Finally, the Governor restated California's need for an
additional $800 million annually in Federal SCHIP funding.

Senator Sheila Kuehl's SinÇJle-Payer Health Plan Reintroduced

On February 27, 2007, Senator Sheila Kuehl held a press conference to announce the
reintroduction of SB 840, which was vetoed by the Governor last year. The County
supported last year's version of the bil. We will be working with the
Department of Health Services to analyze the legislation.

SB 840 is a single-payer health plan which would create a State agency to pay for
universal health care for all Californians. Several legislators, including Senate Majority
Leader Gloria Romero and Assembly Majority Leader Karen Bass, spoke on behalf of
the plan and indicated that they are among the 38 co-authors on the bilL. SB 840 also is
endorsed by Assembly Speaker Fabian Nuñez and Senate President pro Tempore
Don Perata. Numerous advocacy groups, including the California Nurses Association,
senior citizen organizations, and SEIU also attended the press conference.

Later that day, the Assembly Health Committee held a hearing on the subject of
Senator Kuehl's single-payer health plan. SB 840 is awaiting referral to the Senate
Health Committee.

Pursuit of County Position on LeÇJislation

AS 119 (Price), as introduced, would require the State to pay for expenses incurred on
or after January 1, 2007, for elections proclaimed by the Governor to fil a vacancy in
the office of State Senator or member of the Assembly or to fil a vacancy in the office of
the United States Senate or Representative in Congress. If an election proclaimed by
the Governor is consolidated with a local election, the State would pay only the
additional expenses directly related to the election proclaimed by the Governor. This bill
would declare that it is to take effect immediately as an urgency statute.

The Registrar-Recorder/County Clerk recommends that the County support AB 119
because it would reimburse the County for the cost of certain elections, and we concur.
Support for this measure is consistent with the County's support of AB 547 (Longville) of
2000 and AB 783 (Jones) of 2005, both of which provided for State reimbursement
of special elections costs although each bill contained a sunset clause. Support for
AB 119 also is consistent with existing policy to support proposals to provide County
reimbursement for the costs incurred in conducting special elections to fil vacancies in
State and Federal offces. Therefore, our Sacramento advocates wil support
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AS 119. There is no registered support or opposition on record. This measure is
currently in the Assembly Elections and Redistricting Committee awaiting a hearing
date.

STATUS OF LEGISLATION OF COUNTY INTEREST

County Interest Bils

SB 113 (Calderon), which would require that the presidential primary election be held
on the first Tuesday in February in any year evenly divisible by the number four and that
the primary not be consolidated with any statewide direct primary held in that year,
passed the Assembly Appropriations Committee on a partisan roll call on
February 26, 2007. The Urban Counties Caucus and the California Association of
Clerks and Election Officials are seeking statutory language that would ensure timely
reimbursement to Counties upon certification of costs by the Secretary of State. The
Caliornia State Association of Counties opposes the bill unless amended to include
similar statutory language. SB 113 now proceeds to the Assembly floor.

We will continue to keep you advised.

DEJ:GK
MAL:RM:MS:acn

Attachments

c: All Department Heads
Legislative Strategist
Local 660
Coalition of County Unions
Caliornia Contract Cities Association

Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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GOVERNOR ARNOLD SCHWARZENEGGER

February 26, 2007

The Presidtnt
The White House
Washington; DC 20500

pëar Mr.lt:es¡d~Ü:t,

As you move J()rw'nrdwit11 the diîi!ciilt tas.le ofestahlishing spending priorìties fot tl1enàtioi1, LWish
to highlightsevtral Împac:ts PfYQIJI'pr9PQStQ:JlItiget on our State. California iS a kt1ydnyetøf
economic growth and innovation f'Ur the natiou,ood a n¡aiorcontributor to the fèaeralta)( bgse.,
Consequently, it is ä topptiòtity for 111e tö :eiisÜre 4be State istreated morefåìrly in thefeqeral
badgaprocess.

i also want to ttilçe :thtsoPPt)rLtiiiìty t()L!l:gø YOlL. I.o.Cl1art a b.ipartisaii coursëas YO:(l navìgatëlhêse
issues in the montlis alJliaçl; As IlraveJ~arn.eq in Califo.llia; by setting aside Ollrpartìsai1
differences, we .canrnakeinuc'hgreafersfrides in addressing our most díffclilt C011nIOiichal1enges.

Edücatiol1
111 our rapid1 yeyoJvih,g '$iôbø.l èpo¡)o'niy, wotkers 11eedtrainii1g,that wìl allow tlienUo sÜccessfuIly
compete. As stl()h; . I am (lisapPQ1i1tep bY'Youi' depision tosignifcan tl y cutCai-~et mid Tedll11Cal
Education State Grants and Tecli,.Prep EcIiication State Granta, These programs provide :critical
funds to develop -andsÜppoii cai=eer technical education in both theK,. 12 and cQl1111UnltycolIege
systeills Ìil Califoi'l1ia alid dlteëtly si.ppÖrtmy efforts at the State level to. reinvigorate career
techrticaledttcalioÜ. To kt:epCQI11pe.títive, wemustexp-áiTd opportÜuit es fol' high school and
community colie.gestudenJs tö ta.k~acad,el1ìealIyrigorous coul's.es and ensi.retHat We ate keeping
pace with other fÇli'Watd.,lø.ökìngna.tjons in ca.l'eert.eclinicaleducation. Yoiirdecisionto cÜt funding
in this area not onlyconstriiinsJJY efforts, biit the' efforts ofgovemors act'o$S the'llation to build the
workforceofthe future aiidkeep the Americaii eCOl1o.my GompeIìtivein the years to. come,

I ha.ve cönsistehtlYCàlled fo.t increases to the max ithuin PeB Grants and 1 am pleasêd to see that
your Budget S1.ppörtsa.iiincrèäse. Cã.lifomia has aWorÏd-class higher educatiori systeni, and the
incl'ea.seø Pel I Grantswil.l a.llöwour lpw inco.l1e studeiits tp minimize their iie.ed forstude111 10aiTs. I. . .'" ". . '.
also supportyoUT proppsa.l to eliminate the tuitiOn sensitivityprovision associate.d withPelÌ. Under
thislinfaÍT rule, beCatlSe the tuitionand fees are low within the Qa.Jfo.mia Community Co1Jege
system, our students do not receive the maXimUlll Pell award, Y o.ur dec:ision toeliinilla.te this
provisìol1 \ViII ensure thatmir students receive their fair share offed,eraI1y availabkstudent.aid.

1 ani also coìicei'J1ecI with the proposed elilÌiina.tIoi1 of the Leverâging Educatio.nal Assistance
Partnêrships (LEAP) progral1. The LEAP Program provides critiCal federal matching:doIIarsas an
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incentive, grant tooiir Cal Grant need-based stiideî1Iaid jJtogtGlt. Any rediictioI1 iö :fÜidiögwill
förc.e CålìfÒmÌa to supplement the federal LEAP' Program with !løtiies. trü.î)t the: StatêGeiieràl
Fünd..

Labor
My dis?IPP9inti)lel1.t COl1timies: with the insuffibìeí1t fundillg fôt fêdetaltý(Ü"kforce.trainiii.ptograms.

SiÌ1~etheínitialappropr¡ation fOrthe Workfòrçe Ihvestmel1tcAòt (W1A)pi;ogtaÛ1 in2QQQ-Q 1, the

anJotiittallocatedby the Federal Budget for WIA l1asdecreaseq. I1lea;ah ø:ftll-e la~t st:cptogfaîn
years. ThØdècreásè fbt, Califo.rnia in the three funding streams is $2l:6'.JS:miliçill or:f4.4 pérc~nt.
Youtptöpo$edEhïds;et fot fiscaI year 2008will ráake these.cumulativeeutsey:engreater.

Medicareanô'M.edicaid
lcannoLsupport the~igi1i.fÇfll1t reimbnrsement cuts, ymi pröPQs:id il1M~djcare';ârdMèc1icäid. The
Medîcàidcûts.are;particulm-Iy, troubles011 e,.. beCaiise th ay prjm~ril;y!)l1iftçQ.slS', t6. stt\tasbychaÜgÍlig
fad~nU ;gôVeinnieiitreÜnbutsel1ents and 1011$ established matchingralçis,:Mfmy 9nh~se,prbposals
havø:,b~Ø'IJOrtel:e,àjìi die íjàSl and sQundly reJected by Coiigress. This: isa.short"sighle9'd()i1e~size
(it,salf' approaç)l:fl1.at daeiil:,ot recognize the need for iortg~ten-i1'refoniis:that. will. truly-c1iangi¡ how
health care i-sQelivi;re.i:L L() n;i.ake realprogresson this issl1~, We ItmstørtpltasîzepreventÌon and
'~êniiess, disease l1anagement,efficiemiy, efficacy, affèlrdahiIityandsl1ated.l'eS¡J;öllSibility. .While I
dQliotántièipate, that your proposed Medicaid anq Me:qicarecl1ts willhà.ve anydìreêtil1pact òn tIie
fcdetul1ilalGlÛüg fOnds ássociated with my health care refonnplal1, I will llrgei1)emDers o.föur
délêEutiou toòppösê tIiese cuts. fòr tlie i'êasonsstated above.,

SCHLP
The Stâtes Children's Health InsmanctProgram (SCHlP) is one ofthe,gteat SilèceSsi stOl;ês oftlie
Jast deCad:er and its reauthorization is mytQP federal healthcareprìot.tythisyef!.. rheflèxilJilty of
the ptÖgta.in.änd. the, iùitiaI federal fundi ng investment has made this effòrta remad~fl.blêStlCGess.
ToaflY, l1êf.r:1Yis¡x tnilHónöhildrën nationwidéhave insutancecoverage as.a result, with mQte than
one miTlioninCalito1JJIaakme. Weare very proud oföur Healthy FátriilieS program, 'aiid itìs my
goal to iilukes1:1.reweenrollevei:y chUd eliEiblë fot H.ea:1thy Frti11ilìës ôr MédÌ-CäL To thateiid, I
funded anextensiveoutreach program tq el1rollaJlciirtently eligible children aItdpregriaiit women
into this-vitalprogram.Weestìmate that Californiawi!1 need up tq$4 bjlioii in ÜëW federal
funding ovèfthè. next five years just to cover cunently eligihlechiIdren, Given Califø1liä's flnidìng
needs a1.öne;)fo.utBiidgetfalIs far sl1ortof what wiU be necessary nationwide to fund only the
existing program.

State and Local First Responder and Law Enforcement GraIits
1 have strongconcems about the cnts you have proposed for key PrQgi'al1satthëDeprtITli;nt ö.f
Höi1eland Security (DES) and Depai1ment of Justice, which provigtgi-ailts to sÜite ând local f.tst
resPQl1dør-aî1d lawenforceinent agencies. Califoniia is successfully using these grants tò build

ímportaJ1t secürity capabilities, including inteUigeÙce gathering and analysis,e;iercises and training

and interopei'aple communications. The proposed 37 percent cut to the DHS first responder grant
programs would serioiisly unde1i1Ìne these efforts in my state. The negative impact of these



The President
FebrUàry 26., 2007
Page three

redUctions are compounded by the proposed cuts in nuiding and elimination of 

key Jtistìc~programs, including Hyrne, CÙPS, JuvenileJustice mid Justice Assistmice grants.

SCAAP
I am disappoìntedthat you hav~ onc,eaEâinproposedto elÜÜÌiiàtethe State Criminal ABen
Assistance Pro,gral1 

(SCAAP). sç-A IS necessary to at least pa,rtiäUy offset the costs California
taxpayers are bearing asadÌl'èdtresultqftI1e fedêtal,.govemment's ContÎniied fai111r~ töse;~l.teJhe

border. The costs 
and purd.eÜ ofhoüsingcrimin:äLaUeîls is 

growing. Califomia, alonespent!s 111otethai) $800 mìliön peryeat:a:s à tesÜJtÓfthisUll(UIJç1edn:iai1date. Uiifoliunately; your Bud.gat
Undel111irïes thewòrk ofCongre,Sscl11dabipàrtisan coa,litlonofgovemors Who recógìizetheya!tia

of SCAAP and the heed for federal keai:lttstlip; JamcommÜtc;d to working with the-federal "
government to protectöÜrgteat natiol1 al1d to rêfömi ourim11Jigiation laws, Ho\¥eW~r,JÜiti1 the
federal governmentcan achieve controlpfour bordëts, 

every effaIt shoûld be made t9 litlp statesand local governmentsçov.eî'a,,geâtersliare qfthecoJisiclerable expensetbey irlcÜr tOÌl1ça:rçetätê
criminaI .alièns.

Alternative MÜlÍuiÜill Tax (AMI) , ".
r applaud your effòrts loliX fhealÌ€iraative mil1Ìritull1 tax 

so Üdo'es not continue totliteatelll1irJlionsof taxpayers withsigiificantlYl1~her fec;leräl tax bills. As you know, more than 2"0 percentof filers
impacted by the AMI live iu Càlifornia. ram hopeful 

that you and Congress can work togeti1ei- to
finda pel1lanent solutioii to tIJisttitiitteiided tax 

G011sequence.

Veteran's Health Cate
1 am pleased that 'yOUt Budget cO.jtÎ1iutl$ to 

provide significa:1.t rtsolirces for the healthcateÓfour
vëteÖirlS. r hope föra aÙickte.soliition to' ensurèour tetnmÎngveterans and their families rei:reIvê the
best ofcat.e.

Thank you foi' your cons.ideratÎoii ofthese requests. By 

working together and reachilig across partyUnes, I believe we haveareáloPPO~iUhitythísyearto move fQiwardon the issues that wili define
our nation's futute p.ro.sperity and qtHllity or life. In this spirit, I lòok forward to working closely
with you, members of the Cälifoìl1ia congre,ssional delegation and all lTeiilbers of Congress tp
enSllre that California's taxpaYèts are treated as fairly as possible 

in the Federal Budget

cc: Ca1iföl1ia Congressiona.lOelegation
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The HonorableMic.h:cfel Ö.DJ:\avìtJ
Secretary ofHeaJthf,p4Fft.rn~n S:~ryice$

U.S. DepártiTient:ofHealtIian4 fhl11.anSeryices

ZOO.Indepel1d:ebc.e'i\:Ye.i-nie,SW
WashiÜgton, ttc 20,201

Dear Mr. Sec:retary~

Thank 'yôu for taking .thêtÌfnë fÖl1eet wit1l1e. and dÌSCtlSS sevei-allie:aJ(h cate;is$ÜesWhitli aÙ::
criticallYiìîpCîltaiinp CâlifUiî1Îa.h.s and to âÎÍ Aiilericans.

As we discussed.. uJy.top l1e;aUb ,tyttreprioritythis yi;at' is: el1aethi15 a ÚnÍversal healthcarecoveragi:
ini tiatI V'.e'..Iii Câlifol'lia. ..MycolUpre1Wl1siye. shared~l"tspÇlns.ibility refotü'is' 

will .êxlêi1d.èoV'érage: to

all CaIifòn"llâns?dpró.îiOfêth~'coæ~rincipIes.ofwentiess ancl.preventjoii..aid .dramaticallY lower
tosts aiid iniprQVê af.(ordâbUíty. '. We all have a sfakeinf:his issue and u1ld'etW¥PJiiJi I.ânfa:skiiig,äll
parties to sha.rerespoilsíbìJityfor uxingabtoken s¥steiil, Íiicluding theindividtial, ihsllrers,
businesst health careproyIdei:s'a11a aÌ1 Ievi;I$ of gøvêlJ1111~llt

My refODns ihcliiCÌêJlsttóngpartnership with the federalgOYell111eiit. Iêlm pl~asødthat ši;l1iorstáff
from the CeJiters l:brNlediëate and Medicaid Setvice (eMS) agree that tlwre-',a,nffedëtaJmatching
donars availi;bleun4~tt;lltret"t federal láW, as well as ai.thórity for that fundiiig (~:)ø:epLfodhe$250
million ofdiscretiOl1aIY feøeralftntdjng prqp'osediiÙder a neW 1 US waiver). Federalauthodties did
nôtethät the entire8tates Children's Health Insllrance Prl:gran" (SCHIP) 'pr'Ö.gài"lis i.p for
reauthorization wl1ichJ discÙss helow. In addition. my healJhçare refÓì:ll pro.t)ösal iscõtisistel1t
with your Foqr COi;~rstone.sotVaIÜe""Driven Health Care Initiative. .As weaisçnss,ed, Vshai;e your
commitinent tOPfO,1ll9tingaiJiotecost-effective, efficient heâlth care system and intend ttJ sign an
Execiitive Orderadoptiiig Your foiiy principles for CáHfoii1ia. W orking togèther~ we can promote
Inar:ket:-basednèälticare refol1i strategies that imptöyeai1d infomi CÖliSi.lnièi' decisioti-ntakingand
drive thehealthcare înarketfoperfom1 at peak levels,

Although I recognize thi; need for the federal govcmmenlto create sustainable 
growth in the

Medicare and Medicarci pragran1.s, I cannot siipport the PresÎdent's $J 00 billon inciits for these

progtanis. The Medicaid cuts are too heayilytargeti:ci tÔWc1td federal COst èoJitaÜ1lient at the

expense oflhestafês, and tIiereis not enough refoTni in the health care deHverysysten1, Although r
. do not believe the ptoposedc.uts win directly Ìmpact California's abi lity tOclrfiW dÓWh the necessary
federal matching fUJ1cis fot 11)' health carerefòr11 proposal, the significant redttction:s in féderál
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reimpiir.seiiients to hea1üicare providers Wnlworkagainst l1y-effoi1s to equalìzehealthcare
provider reimbursement rates in CäliÎOhÜá. bÌlêêtIy nÛated to these cuts is the draft CMS
gov:eminent owned health.care provider rule thatWàsjust releä:sêd. -1 am pleased that seniorCM$
stàffhäs ilif011ted my senior health advisors tb;a.tthis~neWtLde will not impact CalifomIa's hospital
t1hanCÜJg waivei' and that payments to ourpilplic høspita;ls al1det theCltit~I1t wäiYerarenc); in
jeopgrdy. HOWevet,lihtìt wehåVe uiiivèrsàl health coverage il1.thiscotintrý, goverrÙieht~OWned
health care provtders - theptövlòérš oflastt'êsÖ¡i\vhen itcOlYieS _ to health Care for teiis OÎtnìliOhS.
of Americans - WiUcOlJtiniic; to struggle fiÜa:ticiaUy; This stèi'ns .fì-omlossesthey incur in.strvfng
the unÍl1sured, iilidefÌnsured as weU as theJöw rehûhtïfseineÜt tltey receive under Medicaid.
thetëfore, IstroÌJg;ly tirge yoti 10 reconsiderthe cll:aRTLli~!

.1 appreciate eMS staff"sÆsctISsiol)S'änCiefföttsJodátêJo.' renew Califomia's familyp1aniiing
Medicåid waiver (F-P ACT), The F';P~Cfpf()grai)i' has.coutrîbÙted.to Califomia'snati911-:1ea4ing
sircc~ss iiipi:eveätihg unintended pregnanGi~s~tiôh~~ savedtbe fed.eralgovemmentand thestat~ .
hltlidi'eclsöfniiHio118 of dôllars annually, . A.s YQ.u m(lybe.a\Vate, 'federål-state efforts torenewthe:
F;,PAÇT waiYer have been underway for ~ver¥O l1qi1tti,s,WhUenwny issues have been tëso IVéd,
there are two changes beingptess.ed by CMStLÜit;, ifñnplemented, willcCll1ptol1iseaccess to

esseÚtial servicesana increaseprpgram tlJ'sts, The: proposêd chaiige~win require an eligibility
detemiinatIoÏJ process that willcostthestateal1tl fedeta..lgôvel"Iitentup to $577 a year per

applîcatiQli to detëi11JÍueeligibilty för a pro gra.m' q€i:ie.Qit1iatavetages $261ä year. TheCMS
proposal wil cöstthe (ederalgoVehil1'élihip to. $392 nii110l) .a yeartòrnew Îlicl'eased
administrative costs for a prQgrfll1 thatc\11tênt1:Vcöstš $303.5 milTion 

ayearj and, bycol1promisfng
aCcess to essential services, wiUen4arigerlal:ge pörtioi1softhe $748 million 

a year in savingsth~
federalgoverilÌient receives from theprogra.lh;. I appt~tÜlti: Y0ï.I'cOnSideration of our proposalto

exti:md this waivér thi'öligh theendüfthecalelJ4aryetlt,whilê th~ Legislåtlite ai'id I work through
our health cäi'e refonJi

I would also liketo aSkforyotir supportofa. request r:iådê by Los Angeles County 

(Coiinty) toextend the Medicare Provider Agreememt torJvi:rtÎiiLtitlier King Hospital through
August 15, 2007. The Cöunty has made signifi caní progress ÌI1TeStt!JGtin1hg this hospital and

addressing quality of care issues and is i11e_e:tingtheexpectationsofth~ federal and state, ....
govemments in its refonn efforts. As we kii.eW at the time the restn.icturIiig plan was adopted by the
County lastral!, the Coiinty would iJeed addìtioiial tinie ä.flerMarch 31. to complete its efforts.
Ending the hospital'scerHfication on March 31 wi1ipenaJizethehospital when it is showing major
progress. It could also eJiÏJ1inatelhe ability of CharlesR, Drew UnivëtsiJyöfMediCil1e and Science
to be able to train residents for SOll1e of our most iinderserved popUlations,

Finally, I appreciated our discussiönon th.e reaüthöiizatiöh of 
the SCHIPprogram. As you know,

we are very proud of Our Healthy Fainili~s Program l11è.allfomiaand I want to contIìiue its success
in expandingcovërageof essential health services for CalifQmia childrç:ii. EetWeeÏ1 pdvate sector
health insurance, SCRip and Medicaid, we provide health care for more thai1 90 percëntofthe
children who live in Califomia. I invested significant state resolircesIn new outreach 

efforts tö
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ensurøt.Ilat âl1 chiJdr~rnhat are cU1Tently eligible are enrolledIntliÍs impøttaiit prog)"ain. Obviously,

tl1iR n;iqUItes that.$lìfficiéiitslate and fedel"al resources he available topayJortheçôverage once we
enroll-qhilnnm. .. IhÇ~li:fomiaaioil'e, weestìmate that Wew.í need. up to $'800 miIliøn anp uaJlyiii
new federal fundipg (ahoVeOtlrCl(ITe11t annual base of' $SD.Q tiiI11iöri)'j'iist tô enroll children eligible
(itfdercl1tteîit. fäw. .1 dainconcerned that the Presjde1lt\sbqd~~t.wiO:f~n shöttPföut 1ièeds in .
dtc)'yet:fng; the cQiteiitlyettgiblepo.pulation of children. I loo(eJQrWãnf tqWQÍ~itlg with the Ptesideii,

ôtlief goyt?tm:lrs;a,ìlifthè e11tii~eè(1);gess as you move fôrward in this:ct'itipal progtamreauthorÎi;atiol1: .
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Federal Funding for the Governor's Health Care Proposal

Today, Governor Arold Schwarzenegger and California Health and Human Services Agency
Secretary Kim Be1shé met with U.S. Secretary of Health and Human Services Michael Leavitt to
discuss the Governor's top health care pnonty: enacting a universal health care coverage
initiative. The Governor's comprehensive, shared-responsibility reforms wil extend coverage to
all Californians, promote the core pnnciples of wellness and prevention and dramatically lower
costs and improve affordabilty.

Last month, Health and Human Services Agency Secretary Kim Belshé and members of the
Governor's health care reform team met with the federal Medicaid director in Washington D.C.
to discuss federal funding associated with the Governor's health care reform proposal. The team
was assured that the federal matching dollars are available under current federal law and
authonty for all funding, except for the $250 millon of discretionary federal funding proposed
under a new 1115 waiver. Federal authonties did note that the entire S-CHIP program is up for
reauthonzation and it was unkown how much that program would be funded in the future.

Below is a breakdown of the federal funds in the plan and an explanation of the funding sources
and how and whether the varous sources are guaranteed to the state. The char shows that out of
the $5.47 billon in federal funds in the plan, California is entitled to $5.22 billon under current
federal law and only $250 millon wil require a new federal waiver.

Funding Source Current
Funding

New
Funding

Total

Guaranteed under current federal authority*

Disproportionate Share Hospital Payments

Medicaid 1931b Coverage Expansion**

Physician and Hospital Rate Increases

Prevention and Wellness Measures
Existing Safety Net Care Pool Funding

Discretionary

New 1115 Waiver $250
Total $1,766 $3,708

* Funding guaranteed under federal regulations and due to existing CMS and OMB approval.
** Includes S-CHIP funding for expansion of kids coverage up to 300 percent of FPL.
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Guaranteed under current federal authority
Under both the Medicaid (Medi-Cal) and S-CHIP (Healthy Familes) programs, the
federal government matches state dollars. The categories below wil not require new
federal authority to tap into the matching federal dollars.
· Disproportionate Share Hospital Payments: Federal law requires state Medicaid programs to take

into account the situation of hospitals that serve a disproportonate number of low-income
patients with special needs when determining payment rates for inpatient hospital care. This
requirement is referred to as the Medicaid disproportionate share hospital (DSH) payment
adjustment. The health care reform proposal maintains the current DSH levels as prescribed in
federal law paid in the same manner as currently done and therefore no new federal authority is
necessar.

· Medicaid 1931b expansion: In 1996, Congress created the 1931b eligibility category. This
category allows states to use a more liberal income eligibility determnation as well as to
eliminate any resource test. The coverage expansions proposed by the Governor are consistent
with current federal law and wil not require new authority.

· Physician, Outpatient and Inpatient Hospitals Rate Increases: The rate proposals are consistent
with all existing and proposed federal regulations that establish the upper payment limit for
hospitals. California's approved State Plan authorizes Medi-Cal to raise physician and outpatiept
rates. The Governor's health care reform proposal related to these Medi-Cal rate increases can be
implemented under current federal authority. .

· Prevention and Wellness Measures: Federal law allows California to reimburse providers for
diabetes screening and management activities. The benefit package flexibilities afforded under
the Deficit Reduction Act (DRA) wil enable California to provide incentives or credits for
healthy behaviors.

· Existing Safety Net Care Pool: The authority for the $766 millon in federal claiming for the
Safety Net Care Pool is established by the Medi-Cal HospitallUninsured Care Demonstration

. (Medicaid 1115 Waiver). The federal Office of Management and Budget considers the $766
rrllon as part of California's baseline funding.

Discretionarv
· New Medicaid 1115 Waiver: California wil request federal approval for additional waiver

funding to provide coverage to non-categorically eligible, single adults.
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